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Abstract 
In numerous sources of scientific literature it is clearly proved that the process of globalization in regions, countries, industries 
and even smallest economic subjects is inevitable. However, it is not only inevitable, but also rapidly changing in its forms and 
impacts. In 2012 the authors of this paper carried out a thorough analysis of economic globalization impact factors on Baltic 
countries business environments, which revealed high levels of impacts in the fields of: the liberalization of trade; integration of 
previously non-connected markets and overall productivity growth; the global value chains influence; the increased significance 
of outsourcing and services sector; the influence of FDI. The research carried out has revealed that the power and scope of 
globalization impacts in Baltic countries business environments (with the few exceptions) is gradually diminishing. The findings 
in general correspond with the trends in global markets that the process of globalization is gradually turning into functional 
regionalization. However, it is important to emphasize, that this new regionalization phenomenon is very different in forms, scope 
and origins than that of the sixties and seventies. The core conclusion of the research carried out is the following: the economic 
impacts of globalization process are progressively diminishing, however there are new unforeseen impacts evolving and there will 
be even more challenges for economic subjects to face in the future trying to stay competitive in volatile business environments. 
© 2015 The Authors. Published by Elsevier B.V. 
Peer-review under responsibility of Academic World Research and Education Center. 
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1. Introduction 
In the recent decades the process of globalization and its economic, technological political, social, cultural, 
environmental and other imacts have been in the centre of attention in politics, world of business and science. Due to 
its inevitability, universability and the accelerating influence it has become one of the most pressing issues of the 
contemporary socio-economic theory in recent times. There has been a growing concern that the process can not be 
                                                          
* Ruta Masteikiene. Tel.: +370 618 53729. 
E-mail address: ruta.masteikiene@ktu.lt 
 2015 The Authors. Published by Elsevier B.V This is an open access article under the CC BY-NC-ND license 
(http://creativecommons.org/licenses/by-nc-nd/4.0/).
Peer-review under responsibility of Academic World Research and Education Center
1087 Ruta Masteikiene and Vitalija Venckuviene /  Procedia Economics and Finance  26 ( 2015 )  1086 – 1094 
stopped and besides the positive effects (technological progress, productivity growth, increase in welfare and etc.) 
the many unavoidable negative impacts (growing political power of multinational corporations through value 
creation chains, massive loss of jobs in higher wage countries and devastating exploitation of of human and natural 
resources in poor countries and many other) will change business climate and relations between countries for ever. 
However, surprisingly, the process started slowing down and besides the traditional impacts is gaining new 
unprecedented forms. 
Purpose of Study: The main purpose of this scientific paper is to carry out a statistical comparative analysis, how 
these economic globalization impacts are influencing Eastern European countries business environments in 2012 and 
after three years in 2015. 
Methods: Conducting the analysis of economic globalization impact factors in Eastern European countries 
business environments the methods of comparative analysis and systematization of scientific literature and analysis 
and comparison of statistical data were employed. 
2. Theoretical analysis of economic globalization impact factors 
After having carried out an analysis of numerous scientific literature the following economic globalization impact 
factors: the economic influence of multinational corporations; the influence of FDI; the financial liberalization and 
crises arisen from it; the increased levels of competition; the global value chains influence; the increased significance 
of outsourcing and services sector; the liberalization of trade, integration of previously non-connected markets and 
overall productivity growth; have been selected as most influential. 
a. The economic influence of multinational corporations 
In the scientific literature the effect of economic globalization factors on the business environment are primarily 
derived from the activities of multinational corporations. Multinational corporations have gained the importance to 
countries business environment by applying its activities to the rapidly changing market needs and following the 
economic logic, their value chains were widely scattered across regions of the world. The main aim of multinational 
corporation’s activities and their operation logic is to make a profit by employing cheaper labor in other countries, 
taking advantage of cheaper local resources and conquering local markets. In the Baltic countries (as in many other 
countries), multinational corporations are accused of creating monopolies, dumping, but the governments are slow 
and reluctant to take any preventive action or constraints in order to attract more foreign investment to develop in the 
country more labor vacancies and thus reduce unemployment volume. 
Analyzing the impact of multinational corporations in the Baltic business environment, it should be noted that 
there can not be an unambiguous assessment. In frequent cases as expected Baltic governments multinational 
corporations investment are paying off, if the state production efficiency factors utilization increases, as well as the 
exploitation of previously unused resources, improves resource utilization process quality. On the other hand, critics 
of multinational corporations (Sethi, Guisinger, 2002; Rugman, Verbeke, 2004, 2005) point out that the Baltic 
countries belong to high risk to incur losses (due to relative economic backwardness, poor industrial performance 
and the inability to quickly adapt to the rapidly changing market needs, new competition and etc.) group, because the 
multinational corporations use that to deprive the market from not adapted local businesses or even force them to go 
bankrupt. As emphasized Navickas (2006), that multinational corporation’s investment impact on economic 
development and resource consumption can not be based on models that would benefit both parties. Most of the 
investments of multinational corporations have hidden benefits, which usually occurs at the expense of local 
companies losses. As already mentioned, despite the many negative aspects of PES government strongly encourages 
multinational corporations to invest in their countries, because according to Wells, 2010; Pugaciauskas, 2000; Jusco 
2006; Navickas 2006, this process has positive effects, such as new technology, management style, accounting, 
financial management, marketing and etc. practices transfer, which requires huge resources, and dissemination. 
Finally, multinational corporations often determine so-called "benchmarking" in the country in which they invest. 
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b. The liberalization of trade, integration of previously non-connected markets and overall productivity growth 
As it is stated in Bobek (2005), Ginevicius Tvaronaviciene (2004); Ginevicius (2006); Hosseinzadeh (2010); 
Karoblis (2006) scientific papers, one of the most important positive effects of globalization and trade liberalization 
to Baltic countries is that its an opportunity to make more efficient use of available resources, to reduce costs 
because of economies of scale, restructure the economy and thus gain a comparative advantage. However, as a 
revealing analysis of scientific literature, international openness costs and benefits are not fully clear. Many 
economists in the Baltic countries, notes that state economy segments have strogly eroded; the production is not 
suitable for export. This can be explained by the fact that the difference between the product produced in the country 
and international product price of the product exceeds the transport costs to the country. With the development of 
transport communications, this gap is decreasing till now. It is argued that the drastic transportation and 
communication costs decrease is a global economic itegration process cornerstone. However, according to the author 
Pugaciauskas (2000), "the traditional concept of free trade is limited in the sense that when the domestic market 
price reaches a global minimum it becomes impossible to reach futher benefits." 
 This article explores, that in Baltic countries, previously been independent markets, the processes of 
globalization were accelerated after Baltic countires became a member of EU and integration into its political and 
economic union. Although Baltic countries at the moment have not fully attained economic integration, however, the 
impact of trade liberalization and integration of markets is obvious in every aspect of economic life. 
Legrain (2009), Svejnar (2001) and Ketels (2006) state that, one of the essential factors of economic globalization 
in Baltic countries business environment is an increased growth of overall productivity stimulus. The reduction of 
trade barriers, multiple positive effects is received, because the countries specialize in activities which they know 
best, and all the rest is imported from abroad, furthermore free trade helps to achieve the economies of scale. 
Specialization always helps to achieve a higher level of productivity, and the process of globalization is one of the 
biggest incentives for specialization. This paper examines Baltic countries which over couple of decades are an open 
economies operating in free-trade principles and specializing in specific industries. Baltic countries free trade 
(although some of them had serious difficulties at the beginning of independence) has brought many long-term 
benefits: increased competition from abroad makes companies to implant innovations, new advanced technologies, 
to increase general level of productivity. In addition, it has stimulated investment and achieved an annual overall 
economic growth; consumer purchasing power grew as well. 
c. The financial liberalization and crises arisen from it 
According to the Cibulskiene (2005), financial liberalization began by the end of eight decade and in some levels 
it continues till now. In the beginning the unification of exchange rates and capital controls complete elimination 
was done, which later transformed into the full liberalization of the financial sector. According to Fariborz (2008), 
the world's monetary system faced three revolutions at once: full deregulation, globalization and innovation. A huge 
impact on the movement of capital flows has made growth of information technology revolution the reason for that 
was knowledge of foreign markets, that’s why speed, accessibility and high quality has become the norm, financial 
transactions became "round the world, round the clock”, a variety of new financial instruments appeared. 
Analyzing the developments in the Baltic countries business environment, globalized financial markets of these 
countries had provided better opportunities of financing from abroad. However, the stick has two ends: although the 
business financing possibilities have increased, a lot of new risks factors have emerged because of fast growing 
financial markets interdependence. Baltic companies (especially those which are stock-listed) can be affected by 
news or events (good or bad) from any country of the world. In today's world investors can move money very 
quickly into that part of the world, or sector, where news or situation is better. Such kind of investments could be 
attracted by the countries which are much more experienced in this field. The indomitable corruption is the main 
factor that demotivate investors to invest in the Baltic countries, of course bureaucratic (particularly at the municipal 
level) and administrative barriers plays a big role demotivating the investors as well, but the labor force is 
recognized and treated as a qualified and relatively inexpensive. However, sudden withdrawal of investors does not 
seem like the biggest threat caused by global financial liberalization in the Baltic countries compared to global 
financial crises. The Baltic countries economies went through two very strong shocks: in 1998. Russian financial 
1089 Ruta Masteikiene and Vitalija Venckuviene /  Procedia Economics and Finance  26 ( 2015 )  1086 – 1094 
crisis, which adversely affected all global economy and in 2008 the global financial crisis. During these processes, it 
is clear that financial globalization (liberalization) becomes an important factor of instability of the markets, which 
increases the risk of unexpected economic downturn. 
d. The increased levels of competition 
The political maps of countries current boundaries are as clear as ever, however in the in the competitive map 
these political boundaries have become absolutely unimportant, because of the international financial activities, 
international trade and manufacturing (Jatuliaviciene, 2009). Baltic companies, even those that are not competing 
internationally / globally and act only locally in their own country and their market is only domestic, due to  
globalization are exposed to competition from all over the world. According to Kucinskiene, Jatuliaviciene (2002); 
Awuah (2009); Juscius (2007), although expanding markets and new commercial relationships are changing the 
nature of international competition, increases its scale and competitive factors, in turn, it opens up new opportunities 
for  many businesses. 
As the Baltic countries business environments are acting increasingly under the pressure of international / global 
competition, a discussion arises about their competitiveness and potential competitive advantages against powerful 
foreign contestants.  
According Awuah (2007); Kersiene (2009), companies gain a competitive edge when: 
1. Are first find a way to gain access to key resources; 
2. Achieve highest production performance; 
3. Possess the ability to timely react to market changes and adapt to them; 
4. Can offer an exceptional product or service that is highly valued by consumers. 
     The Baltic countries should focus on the last two points, because competition in terms of resources or 
manufacturing productivity with powerful global competitors operating in many countries would be impossible. 
However, in order to survive the Baltic countries companies, have to focus on specific local market needs which are 
not so noticeable for global manufacturing giants, and mostly due to the limited market demand are uninteresting. In 
addition, the Baltic countries companies have an inalienable competitive advantage (probably the only one) against 
global competitors - knowledge of the local mentality and customs, so that they can offer an exceptional product or 
service that is highly appreciated by local user, but impossible to deliver by  any powerful foreign manufacturer that 
offer mostly homogenized products or services. 
e. The global value chains influence 
Over the past two decades, the links between the Baltic countries companies and dependence on foreign countries 
has been growing at unprecedented speed. As mentioned before, the globalization effect affects the efficient 
allocation of resources and their utilization, creates a significant wealth effect, leads to higher productivity and 
efficiency, as well as increases the population income (currently the residents of the Baltic countries do not feel this 
effect), encourages competition, lower prices for consumers and provides a greater and wider selection of goods, as 
well as higher quality. However, all the beneficial effects of globalization come at a cost. As almost all sectors of the 
economy are increasingly interdependent, the possibility of new crisis is high as never before. The recent global 
financial crisis has demonstrated high vulnerability of the inter-related global economics. According to the OECD 
(2014) report, namely global communications and economic interdependence between countries is a cause to the 
rapid spread of the crisis to all markets on the globe. Scientists Wells (2010), McMillan (2009), Dovgodko (2009) 
blame namely global value chains for the rapid spread of crisis and great losses of weaker economies (including the 
Baltic countries). Under the process of globalization, global production is increasingly fragmented into a number of 
stages, so called the creation of value chains. In this way many international companies, in accordance with the law 
of comparative advantage, are seeking to optimize their production process, breaking down individual production 
stages to different locations. As a result the outsourcing and offshoring scope has increased tenfold, and as statistics 
reveal, the service sector is rapidly catching up with manufacturers. The global value chains particularly encouraged 
interdependence of separate countries, as intermediate inputs, such as parts and components are produced in one 
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country and then exported to another country for further manufacturing or final assembly. Such vertical production 
requires ever closer cooperation of independent suppliers and participation in international networks. 
f. The increased significance of outsourcing and services sector 
One of the main tools of acceleration and dissemination of globalization is foreign direct investment, which 
caused the emergence of global production systems and has created many new opportunities for business in the 
Baltic countries. Currently, about 65 thousand multinational corporations with approximately 850 thousand foreign 
subsidiaries operate in the entire world. These multinational corporations coordinate global supply chains, which 
join a number of local companies from different countries as subcontractors. These companies work outside the 
formal system of production and use local labor force, which is usually the best combination of price and 
qualifications (the cost and skill mix). Global production systems are becoming increasingly significant in the 
service sector, where technological progress allows the use of outsourcing in software development, financial 
services and telephone calls centers. 
Cost reduction and access to various resources that are inaccessible or difficult to reach the country of origin are 
identified as the main reasons for companies to use outsourcing. The scientific literature offers a wide analysis, 
where it is favorable to develop outsourcing. These analyses are based on the attractiveness of outsourcing key 
elements: the cost and skill mix, the legislative framework, the crime situation in the country, the level of 
bureaucracy (red tape), the level of taxes and other factors.  
In modern scientific literature, the process of globalization is associated not only with outsourcing, foreign direct 
investment, the growing intensity of competition, globalized supply chains; it is also accused of "fundamentally 
changing distribution of economic activity and its balance”. According to the Navickas (2006), these changes are 
reflected in the economic use of public goods (services) and industry structure. Table 1 below demonstrates the 
significant shift from manufacturing to services sector in the Baltic countries. 
                 Table 1. Baltic countries labour force percentage in services sector 
Baltic country Countries’ 
labour force 
percentage in 
services sector 
(year 2011)  
Countries’ 
labour force 
percentage in 
services sector 
(year 2012) 
Countries’ 
labour force 
percentage in 
services sector 
(year 2013) 
Countries’ 
labour force 
percentage in 
services sector 
(year 2014) 
Estonia 60 61 64 65 
Latvia 62 63 66 67 
Lithuania 59 61 64 66 
USA (comparison)       78 79 81 81 
            Source: World bank (2015)  
 
As it can be observed from the table, the service sector in the Baltic countries under the impact of globalization 
continued to grow over the analyzed period (2011-2014). The table also includes data of the US for comparison and 
it is obvious that US rates are 10-15 per cent higher than in the Baltic countries. It should be noted that the scientific 
literature proposes an opinion that the country's level of development to a large extent is determined by the share of 
the services sector in the total economy. According Havrylyshin (2010), a global rise in the services sector creates 
more opportunities than threats to the three Baltic countries. The most important reason - the supply of services often 
requires higher qualifications, than working in the manufacturing sector (the Baltic countries can still compete 
against the low-wage and low-skill Asian countries). The Baltic countries have a great potential to become a local 
BPO (Business Process Outsourcing) center, which on the global scale is India, where the volumes of IT outsourcing 
double every three years. 
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g. The influence of FDI  
According to the Mercinger (2003), international financial institutions, politicians and economists see direct 
foreign investment as a panacea for all economic problems. Many authors emphasize that foreign direct investment 
is a synonym for economic growth in most countries. According to Amdam et al (2014), FDI allows more efficient 
allocation of resources and "enables to reduce the shortage of capital and other strategic resources, enhance the 
ability to quickly switch to the advanced technologies, design and implement complex projects find new market 
niches for their products, take the latest management and methods of work organization, which automatically boost 
economic growth.” After the analysis of scientific literature (Artigas, Nicolini, 2005; Blonigen, 2005; Laskiene, 
2010; Cegyte, Miecinskiene, 2009; Johnson, 2006), it can be concluded that the positive benefits of foreign direct 
investment in their host countries is twofold. First, FDI can help countries with insufficient budgets to ensure 
economic growth; second, foreign corporate presence in the local market is associated with many positive external 
(side) effects. Almost desperate efforts of many countries to attract more foreign direct investment and to create a 
more favorable climate for them to develop indirectly confirm this theory. However the real benefits of foreign 
direct investment in the host country are being increasingly argued in theory nor are they confirmed by valid 
empirical data. 
It should be noted, that the impacts of the FDI in the Baltics is very broadly analyzed in economic literature. 
Despite the abundance of research and study, unambiguous answer to the question of whether foreign corporate 
takeovers as the predominant form of FDI in the Baltics led to their economic growth over the past twenty years or 
not, is not existant. Could FDI be attributed to the country's main export accelerator is also difficult to confirm. 
3. The results 
In order to verify the trends of the discussed economic globalization impact factors in the Baltic countries the 
method of structured questionnaire has been employed. The first time the questionnaire (as part of the PhD 
dissertation research) has been distributed to 90 respondees (67 returned) in the three Baltic countries in 2012 and 
has been recently repeated after 3 years of significant economic and political changes (the Euro adoption, threats of 
Russian political ambitions and others). The second time the questionnaire has been filled in by 71 respondee from 
various Baltic countries economic sectors (from wood and textiles to diary industry). In order to determine the 
reliability of the questionnaires the widely used “Cronbach alpha” coefficient Į has been calculated. The value of 
coefficient Į can vary between zero and one. Many scientists (Raja et al., 2010; Nunnally and Bernstein, 1994; 
Green, Salkind, Akey, 2000, and Calaguas Dizon, 2011; Vogt and Johnson, 2011; et al.) argue that the coefficient Į 
value should be not less than 0.7. In this case the coefficient Į equaled 0.72 in 2012 and 0.754 in 2015 accordingly. 
 
Fig 1. Economic globalization impact factors evaluation in the Baltic 
States in 2012 and 2015. 
Fig 2. Economic globalization impact factors evaluation in Lithuania 
in 2012 and 2015. 
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Questions of the questionnaire were based on the Likert Scale and the experts had to express their approval or 
disapproval to the statements provided by checking the scores between 1 (“I totally disagree”) and 5 (“I totally 
agree”). In order to carry out the respondees opinion compatibility assessment Kendall concordance coefficient (W) 
has been calculated.  In this case W = 0.612, and p = 0.038 is below the critical level of significance - 0.05. This 
shows that there is no statistically significant difference between the economic effects of globalization factors in the 
Baltic countries business environments.  
The results of the survey have revealed that 83% of the respondents considered globalization as a negative 
phenomenon, 17% stated that it was a positive one and nobody indicated that globalization does not infuluence their 
business at all. Figure 1 is the cumulative result of the economic globalization impacts on the Baltic States business 
environments. As it can be easily observed from the figure, all globalisation impact factors have diminished (except 
the increased levels of competition), which means that globalization process is gradually loosing power, and the 
process of regionalization is coming to stage again (as it was in 1960-1970-ties). This in large part coinsides with the 
research results, obtained by Svennson (2014) from various Scandinavian (except Finland) industries. The process of 
globalization is slowing down there as well. 
 
 
Fig 3. Economic globalization impact factors evaluation in Latvia in 
2012 and 2015. 
Fig 4. Economic globalization impact factors evaluation in Estonia in 
2012 and 2015.  
 
Figures 2,3 and 4 reveal reveal the economic globalization impacts on the Lithuanian, Latvian and Estonian 
business environments. Although the three Baltic sisters are very much alike in terms of historical perspective, 
economic performance indicators, industry structures and etc., there are some significant differences. Generally 
speaking, Estonia is the least globalization affected of the three. Firstly, the country is much smaller in size and 
population, secondly, much stronger financially, although has fewer manufacturing hubs comparing to Lithuania and 
Latvia. However, lower manufacturing levels are compensated by “the increased significance of outsourcing and 
services sector”. In contrast to its Baltic neighbours, Latvia is experiencing stronger influence of “the liberalization 
of trade, integration of previously non-connected markets and overall productivity growth”. This is no surprise as the 
country has recently been named as one of the fastest growing economies in the region. Grounding on the 
questionnaire results, Lithuania is the country that faces harshest competition from global manufacturing 
competitors. This might partially be explained by the specific industy structure of the country. Besides the evaluation 
of the given economic globalization impact factors, many respondees unitedly noted that there are a number of new 
globalization influenced trends (impacts) that affect their business in an accelerating scope: consumer behaviour has 
become as unpredictable as ever, there is practically no loyaly any more, high level individualization, very short life-
cycles of most products and others. 
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4. Conclusions 
 
The emprirical research has proposed the following core results: the process of globalization (in economic 
perspective) in the Baltic countries business environments has been gradually slowing down in the period of last 3 
years. Practically all economic globalization impact factors (except for the increased levels of competition) are not as 
affective in business life as before, however there are new unforeseen impacts evolving and there will be even more 
challenges for economic subjects to face in the future trying to stay competitive in volatile business environments. 
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